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ALLIED  STORES  CORPORATION 

85  ELLISON  STREET 
PATERSON,  NEW  JERSEY 


April  8,  1938. 

TO  THE  STOCKHOLDERS: 


Salts  and  Earnings  Trends: 

This,  the  Ninth  Annual  Report  of  your  Company,  shows  a  consolidated  net  profit  of  $2,904,206. 
This  is  2.5  times  preferred  stock  dividend  requirements  and  equivalent,  after  deducting  such  dividends, 
to  96jf  per  share  of  common  stock. 

Considering  only  those  stores  owned  throughout  both  years,  sales  for  the  year  increased  2.3%  over  the 
preceding  year.  On  the  same  basis,  sales  increased  in  relation  to  the  preceding  year  9.1%,  5.4%, 
and  .3%  for  the  first,  second,  and  third  quarters  respectively,  and  declined  3.1%  for  the  fourth  quarter. 
Net  profit  for  the  year  was  one  half  million  dollars  less  than  for  the  preceding  year.  Increases  in 
taxes  and  wages  were  greater  than  the  reduction  in  profit.  Taxes  for  the  year  closely  approximated 
the  consolidated  net  profit  figure.  Direct  taxes  paid  by  the  Company  were  in  excess  of  $1.50  per 
share  of  common  stock. 


The  favorable  sales  trend  of  the  first  quarter  of  the  year  enabled  the  Company  to  meet  increased  expenses 
and  show  a  favorable  earnings  trend.  The  receding  sales  trend  and  the  decline  in  inventory  values 
affected  profits  adversely  in  subsequent  periods.  A  three  year  comparison  of  profits,  by  quarters, 
follows: 


Profit  Before  Fedbral  Taxe 

Third  quarter.. 

Fourth  quarter  . 


1935  1936  1937 

$  60,277  $  482,739  $  770,203 

422, W  314,377  160,017 

757,870  1,330,850  1,166,059 

1,446,571  1,905,482  1,576,927 


Total  Year. 
Federal  taxes  on 


1,841,759  4,033,448  3,673,206 

260,000  627,000  769,000 


Consolidated  net  profit . 


$1,581,759  $3,406,448  $2,504,206 


Dividends: 

Holders  of  preferred  stock  received  full  dividend  payments  for  the  year  amounting  to  $1,160,162. 
Your  directors,  after  careful  consideration  of  the  current  and  probable  future  financial  requirements 
of  the  Company  and  the  uncertain  business  outlook,  determined  not  to  pay  a  dividend  on  the  common 
stock. 


Acquisitions: 

In  September,  1937  all  of  the  common  stock  of  C.  C.  Anderson  Stores  Company  was  acquired  by  an 
exchange  of  30,000  shares  of  common  stock  of  your  Company,  and  an  agreement  on  the  part  of  your 
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Company  to  make  the  then  outstanding  $589,378  C.  C.  Anderson  Stores  Company  5}A%  Income 
Bonds  convertible  into  cither  common  stock  or  preferred  stock  of  your  Company,  as  detailed  in 
Note  “C”  of  the  attached  schedule  of  funded  debt. 

The  C.  C.  Anderson  Stores  Company  owns  and  operates  the  leading  department  store  in  the  State  of 
Idaho,  located  in  Boise,  and  twenty  branches  in  other  cities  in  Idaho,  Oregon,  Colorado,  and  South 
Dakota.  The  operations  of  this  group  subsequent  to  September  1,  1937  (sales  of  $2,019,645  and  net 
profits  of  $47,738)  arc  reflected  in  the  accompanying  statement  of  consolidated  profit  and  loss  for 
the  year. 

The  C.  C.  Anderson  Stores  Company  owns  the  real  estate  it  occupies  in  Boise,  subject  to  a  mortgage, 
the  details  of  which  are  shown  in  the  schedule  of  funded  debt  contained  herein.  Properties  occupied 
by  the  branch  stores  are  leased  for  terms  ranging  from  five  to  ten  years,  and  in  most  cases  at  favorable 
rentals. 

Working  Capital: 

Net  current  assets  increased  during  the  year  by  one  and  one-half  million  dollars  or  from  $26,783,812 
to  $28,279,130.  The  ratio  of  current  assets  to  current  liabilities  increased  from  4.4  to  1  to  5.0  to  1. 
No  bank  loans  were  outstanding  at  the  end  of  the  year.  Cash  at  the  end  of  the  year  was  approximately 
the  same  as  at  the  beginning. 

Customers'  current  accounts  receivable  at  January  31,  1938  decreased  slightly  as  compared  with  the 
same  date  of  the  preceding  year.  Customers’  deferred  payment  accounts  (including  notes  receivable 
of  $125,390  partially  insured  under  a  Federal  Housing  Administration  contract)  increased  one-half 
million  dollars.  The  reserve  for  doubtful  accounts  was  increased  $80,000.  The  amount  of  this 
reserve  was  established,  as  in  preceding  years,  by  an  age  analysis  of  each  individual  account.  All 
balances  over  six  months  past  due  on  current  accounts  and  all  installments  over  one  month  past  due 
on  deferred  payment  accounts  are  100%  reserved.  Based  on  individual  age  analysis  and  past  expe¬ 
rience,  all  other  balances  arc  believed  to  be  adequately  reserved.  The  reserve  for  these  balances 
was  established  at  a  figure  $53,892  greater  than  would  have  been  required  had  the  same  formula 
been  used  at  the  close  of  the  year  as  was  used  at  the  close  of  the  preceding  year.  This  $53,892  addi¬ 
tional  charge  against  operations,  and  credit  to  the  reserve,  was  made  in  anticipation  of  possible 
additional  difficulties  in  collection  due  to  unsatisfactory  business  conditions  and  outlook. 

The  investment  in  merchandise  inventories  at  the  close  of  the  year  was  $400,000  greater  than  at  the 
beginning  of  the  year.  The  ending  inventory  included  that  of  the  C.  C.  Anderson  Stores  Company, 
not  owned  at  the  beginning  of  the  year,  of  $951,000.  Inventories  were  valued  at  the  lower  of  cost 
or  market,  principally  as  reflected  by  the  retail  inventory  method.  An  age  analysis  of  merchandise 
inventories  as  of  the  close  of  the  year  shows  74.2%  to  be  less  than  six  months  old  and  91.9%  to  be 
less  than  one  year  old.  Open  merchandise  commitments  at  the  close  of  the  year  represented  normal 
replenishments,  constituted  less  than  a  one  month's  supply,  and  were  at  current  market  prices. 

Plant  and  Equipment: 

The  net  value  of  fixed  assets  increased  one-half  million  dollars  during  the  year.  Fixed  assets  of  the 
C.  C.  Anderson  Stores  Company  when  acquired  had  a  net  value  of  six  hundred  thousand  dollars. 
Other  fixed  asset  additions  of  $1,100,000  were  more  than  offset  by  a  depreciation  charge  to  expense  of 
almost  $1,200,000.  Assets  originally  valued  at  almost  one-half  million  dollars  became  fully  depreci¬ 
ated  during  the  year  and  this  amount  was  therefore  cleared  from  both  the  asset  and  reserve  accounts. 
The  Company’s  plant  and  equipment  policy  of  continual  improvement  was  followred  throughout  most 
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of  the  year.  Stores  located  in  Tampa,  Florida;  Lake  Charles,  Louisiana;  and  Grand  Rapids, 
Michigan  were  air  conditioned.  Escalators  were  installed  and  the  store  fixtures  modernized  in  the 
St.  Paul,  Minnesota  unit.  Additional  real  estate  was  acquired  in  San  Antonio,  Texas  to  provide  for 
possible  future  expansion  of  this  plant. 

Funded  Debt  and  Capital  Structure: 

The  Company  reacquired  $664,000  face  value  of  Parent  Company  debentures  during  the  year  and 
reduced  subsidiary  funded  debt  through  amortization  by  $442,107.  In  connection  with  the  acquisition 
of  the  additional  real  estate  by  the  San  Antonio  subsidiary,  the  funded  debt  of  this  subsidiary  was 
increased  $173,750.  The  funded  debt  at  the  close  of  the  year  of  the  C.  C.  Anderson  Stores  Company, 
a  subsidiary  acquired  during  the  year,  consisted  of  $589,378  principal  amount  of  Income  Bonds  and  a 
real  estate  mortgage  payable  of  $319,215.  As  a  result  of  the  foregoing  changes  the  total  funded  debt 
of  the  Company  decreased  from  $19,665,216  to  $19,641,452. 

Twenty-seven  hundred  shares  of  the  Company’s  5%  Preferred  Stock  were  purchased  by  the  Company 
during  the  year  for  the  Company’s  treasury  and  either  have  been  retired  or  are  available  for  sinking 
fund  purposes.  The  total  number  of  shares  of  common  stock  of  the  Company  was  increased  by  30,000 
shares  in  acquiring  the  C.  C.  Anderson  Stores  Company. 

Conclusion: 

The  general  business  outlook,  and  therefore  the  outlook  for  your  Company,  was  a  most  promising 
one  at  the  beginning  of  1937.  Drastic  downward  adjustments  of  prices  and  industrial  activity  soon 
changed  the  picture.  Labor  disturbances  and  tax  policies  had  detrimental  effects.  This  slowing 
down  of  general  industry  soon  affected  consumer  psychology  and  purchasing  power.  The  upward 
trend  of  retail  sales  was  reversed.  With  this  reversal  in  sales  trend,  the  full  force  of  the  greater  degree 
of  rigidity  in  operating  expenses  resulting  from  labor  policies  and  higher  taxes  was  felt  in  its  full 
effect,  and  profits  declined.  These  changes  in  fundamental  business  conditions  and  outlook  made 
necessary  many  adjustments  in  the  plans  and  programs  of  the  Company.  Executives  of  the  Parent 
and  subsidiary  companies  responded  ably. 

Those  unfavorable  forces  at  work  in  the  latter  part  of  1937  have  continued  into  1938  and  in  some 
respects  have  become  more  aggravated.  The  Company’s  long-range  program  of  improvement  in 
organization,  personnel,  and  method  should  stand  the  Company  in  good  stead  in  meeting  the  problems 
of  1938.  Your  Management  appreciates  the  gravity  of  the  situation  and  is  facing  it  with  a  realistic 
but  confident  attitude. 

Respectfully  submitted, 


President. 
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ALLIED  STORES  CORPOjjnOl 

Consolidated  Balance  L  — 

ASSETS  ; 

Current  Assets: 

Cash .  $  2,597,418.86 

State,  county  and  local  warrants,  and  marketable  securities  (at  lower  of  cost 

or  market) .  35,646.85 

Notes  and  accounts  receivable — customers: 

Notes  receivable — insured  to  the  extent  of  approximately 
$57,000  under  contract  with  Federal  Housing  Adminis¬ 
tration  (Note  A) .  $  125,389-87 

Current  accounts .  $10,231,698.17 

Deferred  payment  accounts  (Note  A) .  7,602,348.19 

Total .  $17,834,046.36 

Less  reserve  for  doubtful  accounts .  1,087,637.96  16,746,408.40  16,871,798.27 


Accounts  receivable — suppliers,  operators  of  leased  departments,  etc .  444,023.04 

Deposit,  with  trustee,  for  bond  interest .  23,013.82 

Merchandise  inventories  (including  $1,609,502.28  for  merchr-'  Jise  in  transit, 
at  mills,  etc.) .  15,433,392.33 


Total  current  assets .  $35,405,293.17 

Other  Assets: 

Insurance  and  other  deposits,  including  deposits  of  $554-50  for  future  retire¬ 
ment  of  bonds .  $  210,752.66 

Local  investments  and  real  estate  (less  reserve  of  $10,735-27) .  164,342.66 

Sundry  notes  and  accounts  receivable .  146,097.80 

Common  stock  of  Allied  Stores  Corporation — 20,000  shares  at  cost — market 

value  $140,000  (Note  B) .  214,112.50 

Deposits  in  closed  banks  (less  reserve  of  $12,628.00) .  13,491.73 

Total  other  assets .  748,797-35 

Land,  Buildings,  Equipment,  Etc.  (Notes  C  and  D): 

Land .  $16,880,400.63 

Buildings  and  improvements .  $  9,588,323.71 

Less  reserve  for  depreciation .  2,345,077-62  7,243,246.09 

Store  fixtures  and  equipment .  $  8,936,381.00 

Less  reserve  for  depreciation .  5,222,362.35  3,714,018.65 

Improvements  to  leased  property .  $  675,555-38 

Less  reserve  for  depreciation .  136,555-43  538,999-95 

Total  land,  buildings,  equipment,  etc .  28,376,665-32 

Deferred  Charges: 

Unexpired  insurance  premiums .  $  169,991.52 

Prepaid  rent  and  taxes .  167,071.46 

Inventory  of  supplies . ; .  421,803.50 

Prepaid  service  contracts,  improvements  in  process,  travel  advances,  etc .  62,859-25 

Unamortizcd  portion  of  bond  discount  and  expenses .  232,238.84 

Total  deferred  charges . 

Goodwill  and  Other  Intangible  Assets 


1,053,964.57 

1.00 


I 
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RPOsJ 


■ION  AND  SUBSIDIARIES 

—  January  3?  1938 

LIABILITIES 

Current  Liabilities: 

Accounts  payable  fot  merchandise,  etc .  $  3,719,336.11 

Accrued  accounts .  1, 256*807.31 

Taxes  (other  than  Federal  taxes  on  income) .  $  1,013,896.99 

Federal  taxes  on  income — estimated .  776,022.65 

■ -  1,789,919.64 

Principal  amount  of  bonds  to  be  retired  within  one  year  through  sinking  fund  207,000.00 
Installments  on  mortgages  due  within  one  year .  152,600.00 

Total  current  liabilities . 

Landed  Debt  and  Long  Term  Obligations  (Note  D): 

Per  schedule,  with  footnotes,  attached .  $19,641,451.76 

Less  amount  included  in  current  liabilities .  359,600.00 

Total  funded  debt  and  long  term  obligations . 

Reserves : 

For  contingencies,  revaluation  of  merchandise,  etc .  $  1,531,141.20 

Miscella  ,-ous .  253,143.44 


$  7,126,163.06 


19,281,851.76 


Total  reserves .  1,784,284.64 

Unearned  Income  (NoteE) .  468,370.66 

Capital  Stock  and  Surplus: 

Capital  Stock: 

Preferred  Stock — par  value  $100  per  share — redeemable  at 
and  entitled  upon  liquidation  to  $100  per  share: 

Authorized  $60,000,000  (Note  H) 

5%  Preferred  Stock — cumulative — issued  (Notes  F 

and  G) .  $23,474,400.00 

Less  in  treasury .  234,300.00  $23,240,100.00 

Common  Stock — without  par  value: 

Authorized — 2,500,000  shares  (Note  H) 

Issued  — 1,808,153  shares — fixed  by  Board  of  Direc¬ 
tors  at  $1.00  per  share .  1,808,153.00 

Surplus  (Note  I): 

Capital .  $  8,766,923-26 

Earned  (from  June  1,  1935  to  January  31,  1938) .  3,108,875-03  11,875,798.29 


Total  capital  stock  and  surplus .  36,924,051.29 


t 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Consolidated  Profit  and  Loss  for  the  Fiscal  Year 
Ended  January  31, 1938 

(Including  operations  of  a  subsidiary  acquired  during  the  year  from  date  of  acquisition  only) 


Net  Sales  (including  leased  departments) .  $107,556,224.71 

Cost  of  goods  sold .  70,590,309.34 

Gross  profit .  $36,965,915-37 


Operating  Expenses : 

Administrative,  buying,  occupancy,  publicity,  selling  and  general  expenses, 
including  provision  for  doubtful  accounts — less  income  from  carrying 

charges .  $31,350,377.07 

Provision  for  depreciation .  1,182,692.35  32,533,069.42 


Operating  profit  before  interest .  $  4,432,845.95 

Other  Income: 

Miscellaneous  other  income  (including  $63,161.16  for  refund  of  real  estate 
taxes  and  sundry  adjustments  applicable  to  prior  years,  and  $13,565.38  for 

discount  on  prepayment  of  mortgage) .  $  275,492.43 

Less  other  deductions  (including  $26,760.20  for  loss  on  sub-let  premises  not 
used  in  operations) .  49,216.22  226,276.21 


Profit  before  interest .  $  4,659,122.16 


Interest  On: 


Debenture  bonds  of  the  Corporation  (including  $23,882.32  for  amortization 
of  bond  discount  and  expense  and  less  $13,466.50  for  discount  on  bonds 

repurchased) . .  $  301,185.08 

Mortgage  bonds  and  mortgages  (including  $8,721 .92  for  amortization  of  bond 

discount  and  expense) .  609,870.01 

Other  long  term  obligations  and  current  indebtedness .  74,861.18  985,916.27 


Profit  before  Federal  taxes  on  income. . . . 

Provision  for  Estimated  Federal  Taxes  on  Income: 

Normal  income  tax . 

Excess  profits  tax . 

Surtax  on  undistributed  profits . 


$  542,167.00 

769.00 
226,064.00 


$  3,673,205-89 


769,000.00 


Consolidated  net  profit. 


$  2,904,205.89 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Statement  of  Earned  and  Capital  Surplus  for  the  Fiscal  Year  Ended 
January  31, 1938 

Earned  Capital 

Balance— January  31,  1937 .  $  1,364,831.64  $  8,390,853-67 

Add: 

Consolidated  net  profit  for  the  fiscal  year .  2,904,205.89 


Discount  on  repurchase  of  5%  Preferred  Stock  of  Allied  Stores  Corporation.  62,030.00 

Excess  of  equity  in  net  assets  of  subsidiary  at  date  of  acquisition  of  its  shares, 
over  fixed  capital  value  of  $1.00  per  share  for  shares  of  Common  Stock  of 

Corporation  issued  in  exchange  therefor .  314,039.59 


$  4,269,037.53  $  8,766,923.26 

Deduct: 

Dividends  paid  in  cash  on  5%  Preferred  Stock .  1,160,162.50 

Balance— January  31,  1938 .  *$  3,108,875-03  $  8,766,923.26 

♦Upon  the  ba.sis  of  treating  S234.300  par  value  5%  Preferred  Stock  in  treasury  as  though  retired. 


Statement  of  Reserve  for  Contingencies ,  Revaluation  of  Merchandise ,  Etc., 
for  the  Fiscal  Year  Ended  January  31,  1938 

Balance— January  31,  1937.  .  .  $1,512,581.07 

'  Add: 

Adjustment  of  amount  credited  to  reserve  for  contingencies  in  prior  year  for 
excess  of  equity  in  tangible  net  assets  of  subsidiaries  at  dates  of  acquisition 

over  cost  of  investments .  .  5  1,741-98 

Reserve  applicable  to  subsidiary  acquired  during  year: 

Balance  as  at  date  of  acquisition .  57,702.08 

Increase  in  inventory  at  January  31,  1938,  resulting  from  change 
in  basis  of  valuation  from  cost  to  retail  inventory  method. .  9,116.07  16,818.15  18,560.13 

-  Balance — -January  31,  1938.  ..  .  $  1,531,141.20 
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ERNST  &  ERNST 

NEW  YORK 

19  RECTOR  STREET 


April  8,  1938. 


Allied  Stores  Corporation, 

Paterson,  New  Jersey. 

We  have  made  an  examination  of  the  consolidated  balance  sheet  of  Allied 
Stores  Corporation'  and  its  subsidiary  companies  as  at  January  31,  1938,  and  of  the 
statements  of  consolidated  profit  and  loss  and  surplus  for  the  fiscal  year  ended  at 
that  date.  In  connection  therewith,  we  examined  or  tested  accounting  records 
of  the  companies  and  other  supporting  evidence  and  obtained  information  and 
explanations  from  officers  and  employees  of  the  companies;  we  also  made  a  general 
review  of  the  accounting  methods  and  of  the  operating  and  income  accounts  for 
the  year,  except  those  of  a  subsidiary  acquired  during  rhe  year,  as  to  which  our 
review  was  for  the  period  subsequent  to  acquisition.  We  did  not  make  a  detailed 
audit  of  the  transactions  of  any  of  the  companies. 

Sufficient  provision,  in  our  opinion,  has  been  made  for  doubtful  customers 
accounts.  The  inventories  of  merchandise  were  certified  to  us  by  the  store  manage¬ 
ments  as  to  condition  and  salability  and  to  have  been  valued  with  respect  to  mer¬ 
chandise  in  stores  at  not  in  excess  of  the  lower  of  cost  or  market  by  the  retail  inventory 
method,  with  respect  to  inventories  (comparatively  small  in  total)  not  taken  under 
the  retail  inventory  method,  at  cost,  and  with  respect  to  merchandise  in  transit  or 
at  mills,  etc.,  at  the  lower  of  cost  or  market.  We  made  tests  of  the  application  of 
the  retail  inventory  method  and  of  the  related  computations. 

Reasonable  provision  has  been  made,  in  our  opinion,  for  depreciation  accruing 
during  the  year  by  a  charge  against  operations,  based  upon  the  same  policies  and 
rates  followed  in  preceding  years. 

Provision  has  been  made  for  all  ascertained  liabilities  at  January  31,  1938,  and 
reserves  have  been  provided  for  known  contingent  requirements. 

In  our  opinion,  based  upon  our  examination,  the  accompanying  balance  sheet 
and  related  statements  of  profit  and  loss  and  surplus  fairly  present  the  consolidated 
position  of  the  Corporation  and  its  subsidiaries  at  January  31, 1938,  and  the  consoli¬ 
dated  results  from  operations  for  the  fiscal  year  ended  at  that  date.  Further,  ir  is 
our  opinion  that  the  statements  have  been  prepared  in  accordance  with  accepted 
principles  of  accounting  and  on  a  basis  consistent  with  the  preceding  year. 

ERNST  &  ERNST. 
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STORES  OWNED  BY  ALLIED  STORES  CORPORATION 


JORDAN  MARSH  COMPANY  -------  Boston,  Mass. 

C.  F.  HOVEY  COMPANY  --------  Boston,  Mass. 

L.  S.  DONALDSON  COMPANY  ------  Minneapolis,  Minn. 

THE  BON  MARCHE  -  . Seattle,  Wash. 

THE  GOLDEN  RULE  -----  St.  Paul,  Minn. 

THE  ROLLMAN  &  SONS  COMPANY  -  Cincinnati,  Ohio 

JOSKE  BROS.  CO.  --------  San  Antonio,  Texas 

HERPOLSHEIMER  COMPANY . Grand  Rapids,  Mich. 

THE  TITCHE-GOETTINGER  COMPANY . Dallas,  Texas 

O'NEILL  &  COMPANY,  INCORPORATED  -  -  -  Baltimore,  Md. 

DEY  BROTHERS  &  CO.  ------  Syracuse,  N.  Y. 

QUACKENBUSH  COMPANY . Paterson,  N.  J. 

THE  A.  POLSKY  COMPANY  -------  Akron,  Ohio 

POMEROY'S,  INC.  -  . -  Reading,  Pa. 

Harrisburg,  Pa. 
Wilkes-Barre,  Pa. 
Pottsvillc,  Pa. 

THE  MOREHOUSE-MARTENS  COMPANY  -  -  -  Columbus,  Ohio 

THE  JAMES  BLACK  DRY  GOODS  COMPANY  -  -  Waterloo,  Iowa 

RUDGE  &  GUENZEL  COMPANY . Lincoln,  Ncbr. 

MAAS  BROTHERS,  INC.  -------  Tampa,  Florida 

THE  MEYER'S  COMPANY . Greensboro,  N.  C. 

THE  L.  H.  FIELD  COMPANY . -  -  Jackson,  Mich. 

F.  N.  JOSLIN  COMPANY . -  Malden,  Mass. 

THE  MULLER  COMPANY,  LIMITED  -  Lake  Charles,  La. 

C.  M.  GUGGENHEIMER  CORPORATION  -  -  -  Lynchburg,  Va. 

LOUIS  SAMLER,  INC.  (THE  BON  TON)  -----  Lebanon,  Pa. 

A.  E.  TROUTMAN  COMPANY  ------  Grccnsburg,  Pa. 

(Branches  in  five  cities  in  western  Pennsylvania) 

C.  C.  ANDERSON  STORES  COMPANY  -----  Boise,  Idaho 


(Branches  in  twenty  cities  in  Idaho,  Oregon,  Colorado  and  South  Dakota) 
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